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Thciliung ofA:izonapu&:licSavioeamd'l`ucsonBleotic.P'ulwu° arenot

condnmtwi8xMcAOC'sdi:uo&vsre_gIdingsu'a|mde¢eo¢ sa d a m a n t i -

¢0¢mp¢iav¢, Asammalt,evidmHuyh¢amrinp|Mndd elcbe&||iedWldd|:ells¢t1anded

<=° ¢im==. 1nu» ¢v=n» n1.° » ¢pm=¢ahpnenménwnmaeap1inrmlmmumyl,1999,

&AtMomColpcur|6unCu¢m'l\i!1 iull\d1n|uldpmuceedwi apamlcce¢cnJn||4ny1,

1999mdnotalluwanyxwewvuyofstralmdedeosbwuuntil81eeon\p4énnoftheevid1anlE:lmy

h°="i1~s 1=I°°===-

1'llealppu=npurislmemMhodisto usaaiuwed,non-amllillbleMmdndTxmdtiomChmrge

(M'llC)mreeovuapmne--dmamimed,appxovadlwdofsuramdedeoMovnapme-sa

nlumnbuofyuums. This alppuuuchpwcfvidxsthecppoltumily&ne¢0nuyofMeneq1lisi¢

unoun&sd'f\m|ds,d|oes notdisto|t8\emutoma'sehuiooofeIne|g;rmppKuord`nmInet

asignaalsnndia motanti-ecmpditive.

Inaddition,asuunu&-alcnnedwppiuguleditmmltbeodcullmed. Itisa'i&w\lthattho

abfuppinguceditnetleaa1lrclal9l6dcoatd'pmn=vidi1ngmugr toWrehlilcustomnalndnot

ju,¢m,w4,° \,,.1¢¢m¢m,p,i¢¢_ Omlwwwe,mmuma:w¢lumab=pl4ingrwi¢=mnevim

-cmetoth»1&l i tywhonolunge- isprcvid ingthuaviucmdaacetothcnewswlppl is

wa1» i¢p¢~¢~aain.g:hw¢vi¢¢.

ThesumofM'llCandthes!nappingu:editrQlaoe&eutility'sambeddedecdof

gmle1wtion° m&eruesmwhne. Thsrea-v=aypeliodd`d\eM'l'C sho1u!dbesu8daum

langdntoallowasaNuppingaeditmbaammenunylaxgewapwwlmeaurlnne0sxualamedto

gmmi8onamldsti l lnotmloeed&eACC'3gou1withm4edtoMwwImHIM .
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Qhuoduction

Inaccamdance1vi8xDecidonNo.60977 ofthzAxizonaCoupc4r\tionCoamnmisdon,

Bnmunnuabynnunniminwwwmawumfumnngmnu=l=» a¢a¢° n» ¢¢° ~» uy.

we. Mucha:notrcvieweddnzcMsE§lu9insu8daxtdetlil9oo~8'erad64ue»

Mlmyoi' uwlm'lCoMnnlenBnBlppliclbleWbo~&APSand'I9. Asaxesult;

8|eseCuunnmulmm4b uebei|4Eled°mbo&1dock¢. InlddiHwa|n4 Wu|cCumw|unuu&s

suppMwnunt&\osesublndttedbyABOC.

Thl=ACC'sFdi1ngofFd#26'mDeddonNo.609WwnsMt" M1mded

w8;,8° ° ~uyn, h10¢,0l° gmmsgha11§ng8g";m,l""0f&A&&,&UulIiti4

xatapqlus,aMamnnretovwvzmdoompdtion." Bnmonbelinve¢MI5mliingwasnot

@n° ~v¢dbyu» Ars mminnwir» m» na=a¢° ¢¢=¢° v~¢qpu» n» .

Mum suppoutsamaz1ombleoppoutuuxitybdxmgpnzwided&ru&!itymuen|v~ayofdl

pnldent\y° mlc1unnd,um1umitigaMozhindedeostsMstluult£:uuun&et lionErnluna

:we=l~=dw° ° » » » wHwwi=° mw. Huwever,Mianecolwrylllcluldnatcomed

maxseofn\tQagnmpagingamym~ueth~aunnecaslryMralaélmdedeosta,oruthe

u9enleofddnyinlg&emovetnnv=llIrdcump&6om. 'l̀ hluleeu = vvillhlie8ydelcxl'be

an.app1:nl¢tnachiuvc&il61nldingbyd:eAOCaxddela%ewhy8le6linpofAPSmd

Tampa°n»u¢=na¢v»a»i¢g°»»L

Geuzerd C0mnnnlcnis

As a general proposition, stranded costsshouldnot be recovered as the difference

between thecuxrcntregulated :ateand some nnasnkaprice of energy andcapacity and

imposed until all recoverablecosts are collected. This"residual" approachtends to
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pmevmtthe z&Uummi&mofmsu&ddgnals. AsnuzurkMpuicaiuctlzamejxe

resimuambawwnheregluameazmmau1emmm=¢pu¢¢0f=l¢g;¢mawpacisyvvin

Bll1wlllteiam !etdlMonsMtomadnetclxuumgn. OlastuuumunvvillaeenothIlctul£on

i n&wt l t$ alBpaying.tugmMelsoftheirchoiceofs14lppliuaddl9itechlnlulge¢in

annaudnucomdiiona.

ThwsismappmnachbMlnmded¢oltxeoolv\ely1lili&,in&mon'lvicw,doa

ballunoe&oMwasuofuwtilitiel,nmeparyars,andthemln~etcvwlun&eomup£tiom. Blown's

pundunedappmoadxmaa51nud,nlun-awuidabkMludnd'l'm &cm&uurge(MTQto

xecoverapm1e-detwnmined,appuronredlevelofsunndedoostsovaapmwa-sunxunbu'of

Stwwl- P*ariodi¢necoIndlia|&cunofMTCrewenues1vi&|sh:1mdedeosamaybenecesaryto

adjustMwahin&utums,buttl1eove-useofxweucumdliadcmldwuciungthuecovaypdod

Mofnldbezeeogiaedasapossibledetannnmto.e&¢vewI8litymitigzn&onofst1nilumded

8088.

Enmulm'slppmua:htoMIICistocxuietcolledonlnnahsmiznnnvhichdoesnut

distort&ecuatnmu'schnioeofmel:grn1ppiiu,wIvhilelllowingcodledonofth¢¥¢q\Iiite

amcmmtoffumds. Tmianed.n»m4=yp¢l»l==la»a¢mTc»¢¢lunp1§la\=»tnmb3¢¢av°. no

wstuma°plyl&iadul9englMmofwhichenemrpluviderisduncan.

Mmwamumauumwum»uuppanw=¢a¢1mm~b¢¢¢mum¢m=anpuumeam

¢0mpeti&on. Thelilnppinngweditis&epaxtof&e\l4&lity'sptioofordehuultsavice

wMch&ecustom¢adoesnotpi:yifanargyismnuhallediummdtunativepuuvvider.

Custumesvvimoslmp&ra:|a9fhamredziu shoppiumgareditasaurgetpmicevvhichtlxoy

must beat to nnmakc sbfopping worthrvvhile. Customers whodonotshoppaytheoquivdw
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of the shopping audit as time price for default service from the utility or other default

service provider.

Itisaiticad1lzattlxesh» oppiungcn=ditreflectthcii1llcostofprovidingenagyto

uetailcustomexsandnot sinnplyreflect awholesaleprice indent suchas theCalifornia PX

price. The wholwaleprice index could ccmaqnise onepart of thedropping wait,

apfmangzhewmolesalemmanne0s:° f¢n=» gy(¢lm4¢¢lpa¢i¢y). To thispamt hclvvever,

mustbeaddedcosts alsscdatedwithprcvidingretail service. O6=» =» rwiw. competing

suppliaxwillbefcuccdtoabsorbitsxctsailingcostsandlikelywvillnotopararteataprofit.

The Pennsylvania PUC noted the need for this critical distinction between wholesale and

retail coststo eneate nealincaxtives forcustomezsto shop for clectricity punoducts, and has

shaped utility settlaneMs tluouglxlout the state around this M m '

Aaucdncilistofmetzlil-xelatedamggr costs which sshculdbeaddedto an

appxwnpmiately chose; wholesale price index was listed ina recent decision involving

PublicService Electric & Gels cfNcw Jamey." That list, which Bacon endcwes, includes

• anallocatedslmaireofanbedded production-related administrativeandgeneral costs
Md overheadsassodatedwith utility generatingplantsutilNued to save default
customers. Dwaunlaakzwlz Wlnenx utilities provide en» agy,.they =1==m1° y accountants,
lawyers,nnanslgersandsecutadeswhoworkino$cauxdusecouuuputempauperand
pepaclips. Tlmeseadmillistxativcandgenaalcostsaxudcv» eldnaldsalepartoftheco» st
toprovidc energy. Withoutrecognitpnofthwecostsinthcsdmoppingaedit,
° ¢,,,p,timg,,u4,p]ia",inhw,wabwl-bq,,dra4,unin3sm¢;v¢_gmw,gan¢° vahm¢s
costseventhcughthecustomaisstillparyingfor theutility'sA8cGecststlncugh

and dishnibuticn rata.

i See Pennsylvanian PUC Oldatr aduwd Deeeanbur ll, 1997 'm R-00973953, "Application ofP8COBum
ComupmyforAppuwdofiisRfastnnctuxisngP1anU1nd¢rSectiun2806 of th¢PuMicUtilityCodemdJoint
Petition for Famtial Setliemelrllt".
2 initial Decision ad Report of Oboe of Adnnimnistlaltive Law (OAL), August 17, 1998, 'm New Jersey
BPU DocM No. B097070463, pp.75-76.

4



cosuofpulocnnneunmt ofd~e8n1lt serviceportfolios. Ihansladanr Tmada:s,pmlutchasi1ng
ageism, andsystempiannasworkin&1ewtilityto assembleaxndnnsmuageasupply
portfolio. Thqroimpuxvhlhse6naluldaldlkmanagmwminshwum&r&dr
P° '*f9|i° t° P"° *° ° ¢I'9\iHl¢PIi° ° SWiI19- Asvvidu'\&:G¢° W» ° ° w0P¢i08'"pp|ias
willhwesMnillmrcostswhichmnstbeelplicillyadfdedwalivhmlullemngrindeul.

• eosWof allandllamylavicx,tansnuissionchsufgwandcomga&onchlu¢gesdi1lectly
MazednoMc pmuviaionof ddinult service. Ihanslaiion: When the utility gmuales or
purchasessupplyforde&u1tcustomax,thcsupplymustbenmnwedinnunudxegeneramor
or txcadiungpointllmmwghthcuansnizssionsystanintotl1edis=tribu6onsgnsstann. If&o
utilitydoesnotmln&nnd1eMacoostx,itispmw\1um~edthesavieesa:~eallpucovidcdby
theudlitymdrelamedcomaxcpartof&etansmissionxats. Howevaggenuawtion-
rdamedamcillanrysevioes,swachaslossesaundxeaerva,shfouldbeemmpdivuly
provided anann» wqunwmm» » na1mg¢h=s¢sm/ices. Iftheseeosts mbnutincluded
in81cshcppingclIndit,itshwldbeclearthattheeomxpodngml1pp1ia'incmsno
alddidoanal coststohawetimunnsuxppliedbythe utility.

Including these costs inthe showing credit protects cnstomezs vvhochoose to

shop &om havingtopayforlheseservices twice-onoctothc udlityaspm ofrqgulated

Uansmisdonanddisuibu6on:ames;andnncetothsaltamalive enugr service provider as

panofits colnup¢ti6ve price. FxmadiEaenxpaspective,emposiugthe customato this

double eollection aNbutassuxxwesthatvcry, very few customcxs *willevea seeka

compdngsellaandMltfeweolnnpeting sellerswillentathennzlurka.

EvmthoughtheMTCand shcppingaceditarecalculatedsepalutelyundcr this

approach,itisinnponsIninoconsida61einnpaaoneonup&6onMmM&Maa&on. In

theory,thcsmnoftheMTCaundthe Shopping credit repl8loes das utility's c1unbeddedcost

ofgmem&onM 1ates e. For purposes of cdculating Rae explicit MTC,the

• nn» amd4e&1ng casa; of the xetailur,reHwdve of the viduc ofdxc excludedehnltsavior
&an|:hiso custnmebuaepoasmedbythnutility. Ihaaldnioun: Mostaastumaa
lumclw anduc&nnlniliznrwi&&ei1rutility. nwulifyaavaasea,m¢sbausngin=~¢¢-4
¢¢¢nnn@nm» ¢ummm,» nan» unla=n~ma¢humaxh¢=m» ¢u° f¢n¢» m» i¢¢
tazitory. Com&ulnMeseao6vi6aarexecovuedlmrames. The eomnpdalng supplia

M W n macof um Mlo&nnlldnd. c° l=u~f° ra1in° uvi¢y» hmab=
ncognisledinthcshmppingurudit
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elzfoieeofthencovnypdodshouldmeem1tinaMTCwhichisamnMmo mMolvvM

ahoppingaféaizwwpnuaaunfmuuovemgnaamaeosu»na»a11n¢m¢¢=a¢n¢

AOC'lgcdwi&1megndtoomurlI1rdelevui. 'I'hismay|equl~T eadup6uu1ofarde@if

MACCleelnr toasaureratsatnopointwilla¢ceedtoday'lblalmudledplriee.

nln<m'¢n» ° aai¢¢¢mnp1¢m=1;f¢¢u» i¢¢=n¢vau» en¢nnai» g» » nag° ¢b° fa» Acc»

¢» ulm» 1i» n¢=» mcauupeauauwvnilauumncmganwwwnfminmnmwum.na

nwvmmun» wuaanmpelauum. 1lnaeComuumn~emltsvvi1lnovvad¢tlm8xew&lity'sMing

Thaeeonamuzudonotaspediusllylddnws&cle§6ml6yof&esmBndedeost

claimsmth» h4un~ctioanIIIinl£om\ofeom. Eu:onm6dp4testhatnnli6gltionmnd ,

iumWom1izMonofcosu arcissues&ro&uha:izugsorCuuu1nundmdonactions. Asa

geInmulpmnpoddun,Ennlmnngtudumomlyla@6luu;me,nm-nnidgbl¢,pmpuriy

invelwmt'mgunningsu8omlslhunldnlotbee1i§hleforltwlndedeoctddgation.

AlizumaPublicSa'vioe

ThueAPSp1unposlll&rltnnd~e&c» J¢11ecova'yissdoually£t1lv1edinMltitdoesnot

wmeoppcutuaityMaeo|nnpe&dverehilnna'lnettomnge;doe|auteoppo|lt|1mity a

1vinld&llto@Complungfmditslhlll&olda'l,MdluanloMinugM&Cuulupullly'l »

ratQayal. ThsuraueMreoiligdialmtilunz .

• J\PSdoeln1otpuupolean lidtd»eta1nn&m6mofitssUm\ded¢ods
• APSdoeonotpuupoueaneuQlidtdetumImi1namionofitschargetoreecwusumdedcom
• APSpuupoaesa"'vvholesadcouly'a8lnppingaeditwi81noxeeogdtionofxWlileom

Blmhof&aeHlwswom'l8towmdaminethcACC'|godofb1|Imd1nlgimer ofthe

u&lities and nmepayens while pmomnwng compd6cm.

n
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APSdne.!no¢pw1qp~ol.s'ean¢lp1£ic81dd¢ww¢inamianofiunmlldedc0\s8. APShas

ximpxyiamnineaanun» m° fy¢u=(a=lnugu2004)¢nmgnv~na¢hi¢~vn1¢° num» m

oolledilllzMilliiesWnlnmvinppingwstuma!aM5lll1ut1liltM4lesl1nnlu¢mll

vvhulwueeoass.&>rwbvvni1nz¢\» =um=v. Inel6mlingitlh\ndndcnsb¢$533nnillioln,

APSsuppoledlyhatnmlds"mlMe@tlobeleQcndli1s"(p.4ofitAllgll¢2l,1998

EKln1® bWeACC'sle4nlT wmeln¢WdutiliEul&llyluppolue&Immtlylelofunmdligwed

suuidedeoau. 1nmaimmwnnaamuywppmungiu» mn.ua¢° ¢¢¢um=vnmnluy

oostes&mauean» dinpamposedreouv~erymeeb:Iunism. .

APShll8leditpu:upolahlmd&zCounnuuuisldon's"lTllu\IIitiontlRsvmuuns

M&Iodolnmr"0ptimln¢dhallppululuiljlimlWapuuted&atcpI&0nl8nMrequlixdngitM

pwvided l=edla:lyiumppal i8lMnI8cdc0utcIIi|uuvB. Bbl¢n¢¢¢mtb¢mw» m¢

TxansidonalkevmuesMahodoloyoptionshouldbeuaedasawaytocawuasetheniliiy

ErumdManniniugIMllhtlnlddcosh. CoWnmtvvithc&ap¢umlnmm~cennennof&e

ACC, including AJ!\.C. Rl4» 2-I607(Q, Bnmunbelieves the u&li1y is required to idani§r,

a° ¢un\m¢,mavuiam¢iun.° » n-¢l=aupnm» ¢u=mla» a¢¢» um.u.i¢p¢nniu¢amavi» ¢¢

xeoaveryplmwhi&puovidalli8dm¢nevumutomlin &lnluu» ddintegity. Thilis

non¢wIlllllAPSh¢sdone»

APS shouldbezequimedwpeWrummewlidtdderluninidonofiusulndedcom

wlingaCommffsicn-ippmuwednnn8l1odoloy. Bvuul&n~w@A'\PShasdeddednotM

divW;MmeareanuumbaoflppmnuchesWchooseimunn. A° "PP*'li91P° ¥&W041° dWW

MdQadw¢thildpa|Nyis s|oeephblc. Thel\eaxethlcusandsofnn :wattsofgmea&on

capadtythathavebeenauctiumuedintlaelxnaxicetorarcclnrentlyforsalo. Absimi
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dives&tux1ooralp4:mwissd,anadmini¢trlw&'/eaQpmoachmagrbeaocupt4lbkasa&1lback,in

e» ¢in» =¢wsufumingingrnisiswwcnwm.

Anadluninistwdvoappum¢nln§wulvu&ueulldngWe1unadnstv\lueofplmm

xelyingonbatalviilableilafclmnmianor.lo41dbss,nmldnetplicel; olizerkzyvllmil1llla.

Thislppl1olchcouldMyonaomeaIndfarallelMama;crallanamivdy,usepdodic

updlmesto¢om4&nlmally11e¢oudledWlauwiWlw1llll. A¢n» =m» n=ap~vi° wy,

lee lidinmiso8ecticnableenlytu&¢Wentit&mini|MsWlityMtiglw&on:Marta

Olnenf&ecommse:QmmedbyWeCulunnnillion'mitsDeci1lion(p. 10)i¢u»

needto movoquicklytozesolvethcatmndedoostiasunbecauseof&eJamlary I, 1999

aman¢mmnw¢n¢n¢° f¢h¢iniuuph» » » f¢a» np¢aanm. Emfunsuppmsrha

Comnmissioninthiuemd;thatcelwinlyis&eple&wmedouwcome»

Hclwevu,if&xewraumdedcodislmuenotmuclv1ed,&m1bnliev taw

Commissioncmpmooeuedwitlnitsplantoinitinoopanaecas. The stlzmdedeostissues

mbebifinuneda1MhlaandledaQallll¢neb°iuamled~eliberlwtamdla9ons1°blefashion.

1heOommdssinln holdeviduMamyhalting;nmalrcit8deddnnluolvinlgtheissues

a8ur&eevidmMlryheamingsandallowmnmdedoostreeovezy,ifanyis appmnpmiamto

mnahonlythweauaa. F°ru\¢p=»i¢dawm1»»u»ul»¢y1,l999umulfhecomumnniuion

deddon dneCuumnn|idond||nulddeddn&|\tnomnndudeodrecovuyshdlbeallowed.

Enmn¢¢¢n» ¢b¢u¢v¢uul¢Arsi¢in» p¢» aa¢n» ¢¢n» pa» ml» ¢s° @nma¢lw¢¢m

1\PSWu° ¢PI° mu° ¢MMY84p° I*WlImIMI&I° 4'W° 5- Nu¢h;vi|1|gmmitsh~unden

ofpmoofofgoingfonvuund,itshlomlldnotbe° mapodtiontocomplainabouWxestqc

u¢e ywconect&r d£» d .

APSd0'¢W7lOfpWOp|09¢f09wf¢flVd8¢W7Illl¢i8 d?g¢tOlUDOMQ'&01d!ldBdGOU8.
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APS ahnuldbexequiredmcalallawtemuQlidtMTCwhi¢hwillluconwm

algeedupomxleveiofsulndedcosu. Anel¢iidtMTCilcnewhichilldbasedona

qmdsgm=wmaluma» a¢° » unnaupmnelmu¢ip¢¢a1¢va° fnl=uuvvnicuu

changedonlyasu» c8ltytomnecmnmmmdltaluconldlill&nnofMeloedmnal. Lungdxof

¢, I ,¢° , ,¢|-yP|i ° ¢¢,° || |4¢||n ,M° |mm¢&m m ° ° f 5 m , 8 , " | m y h

n¢¢a» ¢¢m» na» a¢° 1uu\ncnnimmwimmmcann1u» ua\ny° n¢¢uaa° ngum. Al

theACc'sFinding#23 inned1inImo.60977uanes,"A|hnrtuandtianpaiodananu

xu&lw&onsaleindilnedeouWrldiéun."

APS'altandvewme¢lidtM'l8iswulauddulllhlmdedeostzewvuy

nmechlnimmn. Thelddud lpplulchlaurenaldnmlalwi&mn9pc¢wmityfonlvingby

9IIlql1:in¢¢¢mm04i¢y544444494548¢I4pli¢¢1¢l1in8¢m;li4¢¢. Th,g g1g' g¢

cMIladbytl\eeomnpe&1g|w1pplieh\s\o euvur&eaxpplid|enugreonaswellasomher

oosBin~c||nrzedtoplulvidexuaiI Ievieeldy¢bclow¢&ln&ebwsllmarkpdcefor

wn.» uul¢u=» w¢i¢ml¢inrn¢=4° ~» . 1n¢» uiau» lm1cq» p¢» ¢¢h¢a° ¢¢uv° lyf¢m¢» n»

1¢uln¢¢mp¢aa¢mnu1au¢l=» i4lumm'rc» ° 1¢mlg¢lppu=» .

APSpnQwlna "» » n¢~¢» » l¢u¢» 1y"=n» ppa» g¢» a¢» vz¢ammaagwunqnnaz

oulttluaunadbaoaIl91uillgn9&l¢'. 1lleMldn1tGmlHrlHonGlBit(MGC)

p» ¢p° l° abyArsimplymnemm¢uimn=aul» ¢¢¢» vnad=aby;wn° m¢¢1¢

,~m¢¢ll¢¢huyi,,g¢¢,mll,° 4§¢y¢¢l¢p\l° v¢¢¢l¢il,,m¢l4,,° 6¢_ 1helu&mM&m8cm

u» ¢Arswillmeagnineiniumai:l» » 4f» anmnmmuv» lnag¢nl=nuwu» na° ~¢ln¢a¢,

amgruananniadeun mdamedaumdllanyaervieueoeuneeeaaarymbuiaugmnpawvunnMe

dimibu6nm systmnor thntAPSwill confmuletopxuvidelllluchlavicawtheahopping

alatom1aaspa:tofiBUanmiadondelivaychmge Num'isth¢auecognidonofothu'
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:an costs in the proposed MGC, retlwting customer acquisition, customer information,

portfolioacquisition, oradvatising. AB result, thoshnpping oustometpays twice for

thwesavices-on~eetoAPS,andomoio&cautum,dslupplia(\mleatl\esupplier

abaowiaa Nnae e0sts).

APSWouidbedirectedtocalc\1Eatealnlmlll&$--lluedMGCwhichincludes

awucupurialnereoopidonofadnninishuliveelndgmaliu Monalmfdrehilacosh,as

desudbed u|mii¢inthesecomments.

Omueluddi&ommlitmI ll\ding&cAPSpmnp1nslL\daavesmmion. APSPWDPWWH

anawp:dmrmm mavinvM¢4aw3vinAriuanawlddisd§0'h1a|t)91om

tAIatusedbyIiu:ronElactricL APS'ililngdcsutibesa&muwlulppu:0achtodnemnining

MGCuéngdayallmeadxlmconshrililrmedCl1ifon\ilPXpdces,nnll&pliedbyaraio of

c m w »w »f o r a w n m x h u r n o v ¢u ¢u > a n i f ° ¢n a »r x ¢n - p ¢a k p ¢i ¢a : b n

Qvmwak. 'I`h4nes\1ltantpmioeistalnenas apnuuryforkizcmaxuurkdpdces. The

appmoachmedbyiimcsomBlectxictomaas\:reAxizomannznd9apricesisquitedi&luunlt.

'Du:olon1eliesi1usteadontheNYlmEXPdoVendeI1nld~ur,uueduptoacmalcwtsas

nmeI&nnedbytllePlaloVa:6slndnu¢. .

WiWlu|mdebe|46ngatthis6me etecl1miallmuikofd&un'|mpluiwh,8luuvuun

dnuplymtes&at&cACCshouldcnnvencatecixmiealeonMeuoetoddemineone

1nnandnetm~aslnmamec&lmIiqu¢forA&ctedUdli6ea. Di&lmmc|:hluuiques 1vil1ody

servetoMrMur&1alglun~entdxennz1mlnu. Fo1'8aed4eof&d cc|nnp&tionandcustum¢u°

Im» durltalndingofcumpdtion,aInzifomummnmaurkamas\nm¢enttodmiquoshouldbeu1ned.
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Tlfs choice ofOp6cn l -Wsbivesitnre/Auo6on nne6llodologyforsUmdedeost

weawyvvmmunin.c°~mp¢iaw1u»ndu°na=g¢(c1~c;n»»¢g¢n.=m\1ym¢¢¢£m¢

ACC'saitda&nhlllauncedappmrounchtoamtlmdwdeostlecuvuy. Enlruumlnninesthis

statmedm¢el'61epnslmnp6onMlmt9ndepmoeee&ing:willl1~lneidlyamalyzedthe

znmamyooM&|t'IWallogeswillbeinn» ll1l¢din4iv=esE&mne wi]1lnveplnpaiy

TU'le¢timateis6lnt&is

CICwiIlbcimplmmmedJan1ualyl,M!,orwhmeverMedivstiunepunooasis

complete. .

lnBmuu'sview,thlueislunnlbiQlitylmTU's5lingGcncaninghowE\epmoceeds

&umdiv1estedasm a1eacmnnullltedR|rsmmdedcods. ItiaElnulcn'slmd~u:st1l1ndingthat

proceedsMuuminmdividxmalassmwWMl mndR:rst1'anldedco¢tp\:uposes. Another

womdl,Wcweboclrvallmssalcs*will0&dbelnnvbookvduosdesaundsuzmdudeostswill

becdouiuedonandbads. Enmn|\clh a6BtoTU'spwnposldifitinstulddoesnotuse;

net calamlalion.

Pdnrtolamnuaryl,2001,hovvcver,WpulnpoaestoiaaeanlxwtsinnCTC(ICTC)

whiehinsuuenueisesaenmiallyidwtiesMaou» mrclmupoan¢fAPS. 'm¢Icy-¢hl,g,,

»ln¢¢n»¢¢=¢unng¢»a»qiu=af¢tArs'mm. ed& , m yea::

• WdoanntpmupouemeuQlicitdemnlninltionofi8chagetoleeovasuandedcosts
• 'I1Jpu:oposesa"whnlesadeoandy":mappinga1edit1vi&no1eoomdonofxwdlcom

B1l¢1\0fgh¢¢881,",M]0 l3ll,4¢I1nilg, A0€°,8°d°f591.1m¢im18iM9"°fgl¢

uu1ia¢=anamwayumvvnnepfumoung¢° mmu¢a° m,anmmcaivenyassmusanax

oonnpdtion'mTU'ssavicctmitorywlillnotoccurpuior to 2001.
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TU should be required to calculate an explicit ICTC which will be applicable

during the period prior to January 1, 2001 (or whenever divestiture is complete). The rate

should be calculated so as to recover total estimatedstranded costs over a tan year period.

TU bas provided an estimated range fat smcwlnded costs (of between $0.6 and $1.1 billion)

iznlsteadofapointestimate, asxequi1:edbytheACC. Anoint estimalesixouldbeprovided

by TU, approved by the AOC, and used for the calculation of the ICTC. Revenues

eollead Bram the ICTC daring 1999-0b would be recognized in the calculation of the

cTcb¢gmmi1n,gin2oo1. -

Enron supports TU's request to allow early payment options (TU refers to them as

"exit fees") for customers who are willing to pre-pay CTC charges. If the ACC approves

Blnro4n's request no require an explicit c=&!cu1ation for ICTC, Enron recommends that the

ACC also allow the pre-pazyntient option to begin immediately for customers who have

access to choice of suppliers.

RcIl.¢f Requested

In sunnunlalry, Enron recommends that the ACC

1) 1*=q1l1f¢ APS Ana TU tO Ste, for ACC approval, documented, fully supported point

estimates of their nommiiigablc stranded costs using an alpparoach acceptable to the

ACC, . .

2) equine APS and TU to file, forACG approval, shopping credits applicable to

customers who choose an alternative supplier which include nnnxket-bansed energy

costs and provision for inclusion of appropriate retail costs, as descdbed herein,

3) convene a :whunical conference lending to adoption of a uniform methodology for

determining market energy prices,

1
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4) conduct hearings to resolve each at?these matters in a manner which will not inltclrfae

with the ACC's goal ofbegimnimug éonnpetition January 1, 1999, and

5) Dem' xecovay of stlrandcd costsuntil completion of the evidentiary hearing process.

September 21, 1998

James K. Tampa
Enron Corp.
1200 17° Street #2750
Danva, CO 80202

Webb amckax, Bsq-
Suite 2600
3003 North Control Avenue
Phoenix, AZ 85012

13
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ORIGINAL AND TEN COPIES
of the foregoing hand-delivered
dlis 21st day of September,1998, to:

\

Arizona Corporation Commission
Docket Control
1200 West Washington Street
Phoenix, Arizona 85007

TWO COPIES OF THE FOREGOING
hand-delivered this 21st day
of September, 1998 to:

Jerry Rudibaugh, Chief Hearing Officer
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

COPY OF THE FOREGOING
hand~de1ivered this 21st day
of September, 1998 to:

Jim Irvin
Commissioner - Chairman
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Renz D. Jennings
Commissioner
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Carl J. Kunasek
Commissioner
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Ray Williamson, Acting Director
Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Paul Bullis, Chief Counsel
Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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COPY OF THE FOREGOING
mailed this 21st day of September, 1998 to:

BarbaraKlemstine
Manager, Regulatory Affairs
ARIZONA PUBLIC SERVICE co.
p.o. Box 53999, M.S. 9909
Phoenix, Arizona 85072-3999

Michael A. Curtis
MARTINEZ & CURTIS, P.C.
2712 North 7th Street
Phoenix, Arizona 85006
Attorneys for Arizona Municipal Power Users' Association

Greg Patterson
RUCO
2828 n. Central Ave., Suite 1200
Phoenix, AZ 85004

Walter W. Meek, President
ARIZONA UTILITY INVESTORS ASSOCIATION
2100 N. Central Avenue
Suite210
Phoenix, Arizona 85004

Rick Gilliam
LAND AND WATER FUND OF THE ROCKIES
2260 Baseline Road, Suits 20G
Boulder, Colorado 80302

Barbara S. Bush
COALITION FOR RESPONSIBLE ENERGY EDUCATION
315 West Riviera Drive
Tempe, Arizona 85282

Charles R. Huggins
ARIZONA STATE AFL-CIO
110 North 5th Avenue
P.O. Box 13488
Phoenix, Arizona 85002

COLUMBUSELECTRIC COOPERATIVE,INC.
P.O. Box 63 l
Deming,New Mexico 88031

David C. Kennedy
LAW OFFICES OF DAVID c. KENNEDY
100 West Clarendon Avenue
Suite 200
Phoenix, Arizona 85012-3525

CONTINENTAL DWIDE ELECTRIC COOPERATWE
P.O. Box 1087
Grants, New Mexico 87020

Norman 1. Ferula
DEPARTMENT OF THE NAVY
900 Commodore Drive, Building 107
P.O. Box 272 (Attn. Code 90C)
San Bruno, California 94066~0720

DIXIE ESCALANTE RURAL ELECTRIC ASSOCIATION
CR Box 95
Beryl, Utah 84714

Thomas C. Home
Michael S. Dulberg
HORNE, KAPLAN & BRISTROW,P.C.
40 NorthCentralAvenue
Suite 2800
Phoenix, Arizona 85004

GARKANE POWER ASSOCIATION, INC.
P.O. Box 790
Richfield, Utah 84701

Rick Levis
AR I Z O N A c i T r o n GROW ERS ASSOCIATION
4139 East Broadway Road
Phoenix, Arizona 85040

Stephen Ahead
ARIZONA DEPT OF COMMERCE
ENERGY OFFICE
3800 North Central Avenue, 12th Floor
Phoenix, Arizona 85012

Steve Brittle
DON'T W ASTE ARIZONA, INC.
6205 South lath Street
Phoenix, Arizona 85040

Betty Pruitt
ARIZONA COMMUNITY ACTION ASSN.
202 E MCDOWELL RD STE 255
Phoenix, Arizona 85004-4535

Karen Glendon
19037 n. 44th Avenue

Bradley Carroll
TUCSON ELECTRIC POWER co.
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Glendale, Arizona 85308 P.O. Box 71 l
Tucson,Arizona 85702

A.B. Baamdson
NORDIC POWER
4281 N. Sununetset
Tucson, Arizona 85715

Nancy Russell
ARIZONA ASSOCIATION OF INDUSTRIES
2025 n. 3rd Street, Suite 175
Phoenix, Arizona 85004

Michael Rowley
c/o CALPINE POWER SERVICES
50 West San Fernando, Suite 550
San Jose,California 95113

Craig Marks
CITIZENS UTILITIES COMPANY
2901 N. Central Avenue
Suite 1660
Phoenix, Arizona 85012

Dan Neidlinger
3020 n. 17th Drive
Phoenix, Arizona 85015

Thomas Pickreli
Arizona School Board Association
2100 North C€'I'10lal Avenue
Phoenix, Arizona 85004

Jack Shilling
DUNCANVALLEY ELECTRIC COOPERATIVE
P.O. Box 440
Duncan, Arizona 85534

Jessica Youle
PAB300
SALT RIVER PROJECT
P.O. Box 53025
Phoenix,Arizona 85072-2025
Clifford Cauthen
GRAHAM COUNTY ELECTRIC CO-OP
P.O. BoxDTaW€T B
Pima,AZ 85543

Barry Huddleston
DESTEC ENERGY
P.O. Box 441 l
Houston, Texas 77210-4411

Michelle Aylmer
ARIZONA RETAILERS ASSOCIATION
137 E University
Mesa, Arizona 85201

Steve Montgomery
JOHNSON CONTROLS
2032 West 4th Street
Tempe, Arizona 85281

Joe Eichelbexger
MAGMA COPPER COMPANY
P.O. Box 37
Superior, Arizona 85273

Terry Ross
CENTER FOR ENERGY AND ECONOMIC DEVELOPMENT
7853 E. Arapahos Court, Suite 2600
Englewood,Colorado 80112

Ken Saline
Jeff Wroner
K.R. SALINE & ASSOCIATES
Consulting Engineers
160 N. Pasadena, Suite 101
Mesa, Arizona 85201 -6764

Sheryl Johnson
TEXAS-NEW MEXICO POWER co.
4100 International Plaza
Fort Worth, Texas 76109

Louis A. Stahl
STREICH LANG
2 North Central Avenue
Phoenix, Arizona 85004

Ellen Corkhill
AARP
5606 North lath Street
Phoenix, Arizona 85016

Robert Julian
PPG
1500 Merrell Lane
Belgrade, Montana 59714

Phyllis Rowe
ARIZONA CONSUMERS COUNCIL
6841 N. l5'*' Place
Phoenix,Arizona 85014

Department of Navy
Naval Facilities Engineering Command
Navy Rate Intervention
901 M. Street SE
Building 212
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Washington, D.C. 20374
Attn: Sam DeFraw

Andrew Glegorich
BHP COPPER
P.O. Box M
San Manuel, Arizona 8563 l

Robert S. Lynch
340 E. Palm Lane, Suite 140
Phoenix, Arizona 85004-4529

L2UY McGraw
USDA-RUS
6266 Weeping Willow
Rio Rancho, New Mexico 87124

Douglas A. Oglesby
Vantus Energy Corporation
353 Sacramento Street, Suite 1900
San Francisco, California 941 I l

Jim Driscoll
ARIZONA CITIZEN ACTION
2430 s. Mill, Suite 237
Tempe, Arizona 85282

Michael K. Block, President
GOLDW ATER INSTITUTE
Bank One Center
201 North Central
Concourse Level
Phoenix, Arizona 85004

William Baker
ELECT RICAL DISTRICT no. 6
P.O. Box 16450
Phoenix, Arizona 8501l

Carl Robert Aron
Executive Vice President and COO
ITRON, INC.
2818 n. Sullivan Road
Spokane, Washington 99216

John Jay List
General Counsel
NAT IONAL RURAL UTILITIES
COOPERATNE FINANCE CORP
2201 Cooperative Way
Hemdcm, Virginia 21071

Doug Nelson
DOUGLAS c. NELSON, P.C.
7000 North 16"' Stitet, Suite 120-307
Phoenix, Arizona 85020

Wallace Tillman
Chief Counsel
NATIONALRURAL ELECTRIC
COOPERATWEASSOCIATION
4301 WilsonBlvd.
Arlington,Virginia 22203-1860

William Sullivan
MARTINEZ & CURTIS, P.C.
2716 North '7th Street
Phoenix, Arizona 85006
Attorneys for Mohave Electric Cooperative and
Navopache Electric Coopelative

Lawrence V. Robertson, Jr.
Munger Chadwick, PLC
333 North Wilmot, Suite 300
Tucson, Arizona 85711-2634
Attorney for PGE Energy

Elizabeth S. Firkins
INTERNATIONAL BROTHERHOOD OF
ELECTRICAL WORKERS, L.U. #1116
750 South Tucson Blvd.
Tucson, Arizona 85716-5698

Tom Broderick
6900 E. Camelback Road, #800
Scottsdale, Arizona 85251

Barbara R. Goldberg
Deputy City Attorney
CITYOFSCOTTSDALE
3939 Civic Center Blvd.
Scottsdale, Arizona 8525 l

Albert Stermam
ARIZONA CONSUMERS COUNCIL
2849 East 801 Street
Tucson, Arizona 85716

Carl w. Dabelstein
2211 E. Edna Avenue
Phoenix, Arizona 85022

Michael G12nt
GALLAGHER & KENNEDY
2600 North Central Avenue
Phoenix, Arizona 85004
Attorneys for AEPCO

Larry K. Udall
ARIZONA MUNICIPAL POW ER USERS ASSN.
2712 n. 7th Street
Phoenix, Arizona 85006-1090

Suzanne M. Dallimore Roderick G. McDougall
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Antitrust Unit chief
Arizona Attorney General
Department of Law Building
1275 West Washington Street
Phoenix, Arizona 85007

City Attorney
Atm: Jesse Sears, Asst. Chief Counsel
200 West Washington Street, Suite 1300
Phoenix, Arizona 85003-161 l

Andrew W. Bettwy
Debra Jacobson
SOUTHWEST GAS CORPORATION
5241 Spring Mountain Road
Las Vegas, Nevada 89102

William J. Mushy
200 West Washingwn Street, Suite 1400
Phoenix, Arizona 85003-1611

Vincent Hunt
CITY OF TUCSON, DEPT. OF OPERATIONS
4004 S. Park Avenue
Bldg. 2
Tucson, Arizona 85714» 0000

Russell E. Jones
33 N. Stone Avenue, Suite 2100
P.O. Box 2268
Tucson, Arizona 85702
Attorneys for Trice Electric Cooperative, Inc.

Steve Wheeler and Thomas M. Mum aw
SNELL & WILMER
One Arizona Center
400 East Van Buren Street
Phoenix, Arizona85004-000 l
Attorneys forAPS

Christopher Hitchcock
P.O. Box 87
Bisbee, Arizona 85603-0087
Attorneys for Sulphur Springs Valley
Electric Cooperative, Inc.

Myron L. Scott
1628E. Souther Avenue, No. 9-328
Tempe, Arizona85282-»2179
Attorneys for a BetterEnvironment

Peter Glaser
DOHERTY RUMBLE & BUTLER PA
1401 New York Avenue, N.W., Suite 1100
Washington, DC 20005

By: I


